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Agenda item
Quality inmprovenent for health plans and providers
Karen M| gate, Mary Mazanac

PROCEEDI NGS

MR. HACKBARTH: |I'd like to thank our guests for comng. As
al wvays, we will have public coment periods. W wll have one at
the end of the norning session and another at the end of the day.

Qur first topic for today is quality inprovenent for health
pl ans and providers, a Novenber report. It's Novenber. So Karen
and Mary, whenever you're ready.

DR. MAZANEC. Good norning. This presentation will continue
our discussion of quality inprovenment standards in the Medicare
programthat we began at the Cctober neeting. | will begin by
briefly summari zing our analysis and findings and then Karen w |
di scuss the draft recommendati ons.

Since MedPAC s report is due to the Congress by the end of
Novenber, we are asking the comm ssioners to comrent on the
content of the draft report and to discuss and finalize the
recomendat i ons.

As you recall, in the BBRA, the Congress directed MedPAC to
study and report on how Medi care should apply quality inprovenent
standards to both the fee-for-service and the MtC prograns. At
the Cctober neeting we presented our anal ytical approach and
fi ndi ngs.

To briefly summari ze, our analysis consisted of three parts.
First, we identified the goals of quality inprovenent standards
and then exam ned the manner in which they are applied by private
accreditors, regulators and purchasers. Next, we anal yzed the
M+C standards and the Q efforts in the fee-for-service program
And finally, we evaluated the feasibility of applying standards
conparable to the M+tC standards to each type of plan and
provi der.

To conply with quality inprovenent standards, a plan or
provi der nust be able to neasure care, inprove care by
i nfluenci ng provider behavior, and then reneasure and report on
the results of their efforts to inprove care.

Based on our analysis we concluded that first oversight in
private and public purchasers efforts are duplicative. Private
accreditors may have simlar but not identical quality
i nprovenent requirenments as the federal governnent. Conpliance
with multiple sets of standards may increase costs wi thout adding
additional value in ternms of quality of care.

Second, we found that providers and plans have varying
capacities to conply with quality inprovenent standards. Oten
the structure of a plan or provider will determ ne whether it can
conply with quality inprovenent requirenments. Tightly integrated



HMOs are better able to neasure care and influence provider
behavi or, and thus are probably in the best position to conply
with quality inprovenent standards.

Conversely, PPCs with |arge, |oose networks of providers are
|l ess able to nmeet Q requirenents due to problens wi th obtaining
medi cal record data and influencing provider behavior. Wile
providers, especially clinicians, are in the best position to
i nfluence the quality of care, holding providers accountable for
their performance on clinical outcone neasures is nade nore
difficult because few individual providers treat |arge enough
nunbers of patients with a specific clinical conditions.

Finally, we found that rewarding or assisting providers or plans
may further stimulate quality inprovenent.

Q standards represent only one way to address quality

problens. 1In our analysis, we noted that public and private
sector purchasers are exploring nmany other ways to stinulate
quality inmprovenent efforts. But at present, little information

is avail able on the nost effective nmechani sms of inproving care.

Karen w Il discuss her draft reconmendati ons.

M5. MLGATE: | wanted to note, first before we went through
t he recommendati ons, that they |look slightly different than the
version that you may have gotten in the background materials. W
changed them sonme to nake them nore concise. So they aren't
exactly that way, but they are the sanme as the slides that you
had received.

We had four proposed recommendations. Two of them addressed
ways that CMS could apply quality inprovenent standards in the
future. The second two address other ways that CM5 and Congress
could further stimulate quality inmprovenent in the addition to
t he application of standards.

The first draft recommendation is that the Secretary should
work to reduce duplicative oversight efforts when applying
quality inprovenent standards. There are several strategies CMS
coul d use to reduce duplication. The first is that before
actual ly devel oping quality inprovenent standards CMS shoul d
eval uate the extent to which private sector standards already in
use will actually achieve the goals that it has for its
popul ation. This will |lessen the duplication that's built into
t he design of the standards.

Furt her, when determ ning how to apply standards, another
way to reduce duplication is through the ability to use private
accreditation in the deemng relationship. This is well
devel oped in the fee-for-service part of Medicare, however it
needs to be established in Medicare+Choice. |It's inportant to
note that CM5 is | ooking towards doing this. They are currently
eval uating several accreditor standards to determ ne whet her
they' re rigorous enough to establish a deened relationship with
t hose accreditors for Medicare+Choi ce.

One aspect of applying quality inprovenent standards that's



not addressed by deeming is the duplication in the nunber of
measures that plans or providers are required to report on. In
t he Medi care+Choice program it's really unclear whether it's
necessary for Medicare+Choice plans to actually be reporting on
the HED S neasures as well as additional Medicare specific
nmeasures that are defined in the QAPI program

In fee-for-service, the issue is nore of a future issue.
Many private sector purchasers, as well as CM5, are considering
requiring a core nmeasure set to be reported fromvarious
providers. So there's a need to standardi ze those neasures so
that hospitals and other providers are not necessarily reporting
on so many different nmeasures for different oversight bodies.

If there is an attenpt to standardi ze those nmeasures and
they aren't able to standardi ze them as in meaning using the
same nmeasures, CMS shoul d consider whether they should just use
t hose neasures in the private sector.

Once the need for additional standards has been determ ned,
the Secretary should take into account the capabilities of
provi ders and pl ans when devel opi ng and applying quality
i nprovenent standards. That is recommendati on nunber two. It
really cones out of the analysis of the different |evels of
capacity that providers and plans have to performaquality
i mprovenent .

Exanpl es of how this could be done include, in the
Medi car e+Choi ce program to recognize the limts on record
abstraction, CV5 could allow less integrated plans to only
coll ect data on neasures that rely on clains data. [In addition,
to address the limtations of sone plans to be able to neasure
and i nprove care, they could either encourage further plans to
use PROCs nore proactively or else possibly even require plans to
use the PRGs that are out there to assist themto do their
nmeasur enent i nprovenment efforts.

Anot her way that this option could play out, to address
i ssues about equity between plan requirenents, is possibly to
give all plans the option to only collect data on clains data.
There's been a significant blurring between types of plans and
Dr. Gnsburg talked this norning further about the fact that nore
pl ans are going to broader networks. So that mi ght be an option
for all plans in the Medicare+Choi ce program

In fee-for-service, because the ability to nmeasure and
i nprove care varies widely, particularly by size of the provider,
any standards that CMS applies shouldn't be too specific and
shoul d give providers discretion in how they actually neet those
standards. And to address data validity issues that Mary
highlighted in terns of the sanple sizes for particular clinical
measures, they could just use clinical neasures for quality
i mprovenent internally however devel op nore broad nmeasures to
| ook at providers for accountability purposes, such as did the
provider put in place specific safe practices? They could use
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patient perception neasures, those types of nmeasures which woul d
rely on a larger volunme of patients rather than just those in
specific clinical areas.

The inplications of this recomendati on are several and |
wanted to talk just a little bit about that. This recomrendation
is designed to obtain the greatest anount of quality inprovenent
for the | owest cost by recognizing the different capacities in
pl ans and providers. It nmay also address the different |evels of
quality risks associated with different paynent and care
managenent incentives. However, dependi ng upon how strategies
are inplemented, it may al so require sonme plans and providers to
be held to nore rigorous standards than others.

The next two reconmmendations are ot her ways that CVS coul d
work to stinulate quality inprovenent that are not standards.
Because of the Iimted know edge of the effectiveness of quality
i nprovenent standards and the limted ability for sonme plans and
providers to neet them it is also inportant for CM5 to explore
t hese ot her options.

The first option that we have here is draft recomrendati on
three, that the Secretary should explore ways to reward providers
and plans that work to inprove quality. There are several
different ways this could be done. Actually, Dr. G nsburg tal ked
about a couple of themthis norning. One is sinply by paying
hi gher paynments to those who inprove quality or those who may
sinply decide to agree to neasure their quality. This could also
be done in the formof incentives for consuners to choose
particul ar providers or plans.

The second one woul d be public acknow edgenent of those who
put in this extra effort or consistently perform higher. Once
again, this could be information to consuners to help them
determ ne what providers or plans they may want to choose.

The other way that this could be done, that we saw sone
evidence in both public and private sector, was to place a | ower
| evel of regulation on those who performconsistently well or who
put in the extra effort.

The | ast recomendation is for Congress to instruct and fund
CMVMB to expand quality neasurenent and inprovenment efforts. |It's
very general in howit's witten here. Wat we had hoped to
achieve by this recomendation is to recognize the [imts of sonme
provi ders and plans in neeting sonme of these quality inprovenent
standards and to support and affirmthe government role to assi st
pl ans and providers in actually measuring and inproving care. So
to suggest that the PRO programis a solid strategy for what CMS
hopes to achi eve and perhaps expand that program

In addition, in many of the conversations we had with
private sector folks and clinicians and all types of providers,
it was pointed out to us that the weak link in understanding here
isreally in howto effectively engage clinicians in inprovenent
efforts, and that there needs to be nore research on how t hat



actually should be done, and that that would be another form of
assistance to providers and plans, sinply to do the research
necessary to | earn about what are the effective practices and to
di ffuse the information out into the plan and provi der world.

One place to begin here would be to do an in-depth anal ysis
of the efforts and the payoff fromthe Medi care+Choice quality
i nprovenent efforts and the fee-for-service program Actually in
the next six nonths we're going to start having sone pretty good
data on the results for the last three years in both prograns on
how effective their efforts have been.

So those are the draft recomrendati ons. W are, of course,
here for any questions or comments you m ght have and | ook for
sone final recomendati ons.

MR. HACKBARTH. Thank you, Karen. Ral ph?

MR. MIULLER One of the questions as we |look at quality
i nprovenent efforts going forth is to what extent we're | ooking
for these inprovenents to occur at the provider |level, versus the
kind of health systemlevel. | think both in your presentation
and witten material it's very clear that trying to hold
provi ders accountable for care that goes on outside their setting
-- since nost providers do not have a nonopoly of the
responsibility for the health care of a person. During acute
epi sodes they might. So it's very difficult, in a sense, to hold
t hem accountabl e for the whole health status of a person or a
popul ati on.

On the other hand, sone people are |ooking at neasuring
heal th status of populations across tine. So | think one thing,
it's ny conjecture and | won't ask you to comment on it, whether
at least for the foreseeable future it's nore likely to be able
to measure quality of care at a provider |evel rather than the
kind of system c way that goes beyond providers. And therefore,
whet her our recomendati ons shoul d be specific about that, that
providers is where we can neasure right now even though in the
long termwe may be wanting to | ook at nore than that.

And com ng out of that therefore, on recommendation three,
which | think is inmportant but |I think we need to stress even
nore, is right now!l think there's a suspicion anong sone that
t hose who are able to nmeasure are as likely to be penalized as
rewarded. Sonetinmes you're alnost better off being a black box
that can't be scrutinized rather than one that is open to
scrutiny.

So | think some sense that if, as you say, the Secretary
shoul d explore ways to reward providers, | think it's inportant
if we want to keep encouraging themto neasure the quality which,
as you know, is a difficult effort given your many pages to that
fact, that we have to be very clear in saying there have to be
rewards for this as opposed to penalties for trying to neasure
quality.

The third point I would make al ong those |ines, and this was



triggered nore by sone of the comments that were nmade in the

di scussion this norning. |f one thinks about sonme of the safety
net providers and sone of the capacity problens that we're seeing
in sone of the settings, is it a sign of good quality or poor

qual ity that safety net providers are stacking up in terns of
capacity problens?

In one way, if you just kind of |ook at crude neasures, you
woul d see the fact that people are waiting for care and may not
be getting the care on a tinely basis is a nmeasure of poor
gquality. On the other hand, it may be an indication that those
institutions, those doctors, those nei ghborhood health centers
and so forth are available to take care of a popul ation that may
not get it el sewhere.

Agai n, your discussion points out howdifficult it is at
times to take any of these nmeasures at face val ue w thout
under standi ng them nore fully.

So just to summarize, especially on reconmendation three,
woul d urge us to point out that if we want qualitative
i nprovenents to go forth, we have to be very clear that people
don't get penalized for being part of the nmeasurenent process.
Qoviously, if there's evidence of poor quality there has to be
some action taken towards that. But we don't want to have, in
t hat sense, people penalized for being in the forefront of trying
to measure quality.

Certainly we see, whether it's by |ooking at the HM>s versus
ot her kinds of plans or looking at large institutions versus |ess
devel oped institutions. Right now we're |ooking for quality
i nprovenents to really be in areas that are nore devel oped, as
opposed to institutions that are | ess devel oped.

DR NEWHOUSE: | found this a particularly difficult set of
guestions to deal with. Let nme start by saying | think there's a
| ot of data showing that there's anple roomfor inproved quality.
So the notion that the country shouldn't, in sone sense, be
addressing quality inprovenent is not an issue.

In terns of the report, although you do distinguish them |
think since I'mgoing to make sone negative remarks about quality
i mprovenent and wind up trying to recast recomrendations three
and four, | would start out by even nore sharply |I think than you
do, distinguishing quality inprovenent fromaquality assurance.
And say quality assurance has to be a given as the mninmal |evel
of quality. So that it's clear that we're tal king about quality
i mprovenent efforts, as opposed to quality assurance efforts.

On quality inprovenent efforts, where I'mgoing to conme out
is putting together recommendations three and four into research
and experinentation with various kinds of incentives, by which
mean bot h paynment and information since public reporting is a
formof incentive.

My concern with just going whole hog into this, in addition
to what Ral ph said, with which | agree, are at |least three. One



is many of the measures that I'mfamliar with, certainly the
out cone neasures and many of the process neasures, require risk
adjustnment. That's an inperfect art at best. It also wll
require auditing the risk adjusters, which is an issue. | think
ininmplenmenting it would set up concerns about coding of the

ki nds we' ve seen on the reinbursement side.

Secondly, | think there's a concern about teaching to the
test, in effect. Qur neasures are better in sone areas than
ot hers, for exanple in cardiovascular than in cancer. |If | were
running an institution and I were faced with a bunch of neasures
of quality of ny cardiac surgery, | would put nore resources into
cardi ac surgery and fewer into the unneasured areas.

VWhich inplies, by the way, if we're going to do research on
this, we're going to have to find out what's going on in the
unneasured areas, which is a real chall enge.

The third kind of problemis really a selection problem
Any of the neasures that require patient conpliance is going to
set up sel ection agai nst non-conpliers. For exanple, the
i muni zati on neasures. W al so know that sanple size is
certainly a problemat the provider |level. There's sone very
good anal ytical work on that at the physician |evel.

So what | would do, as | say, would be to take
recommendation three, that the Secretary should explore ways to
reward providers and work to inprove quality, which is consistent
with the notion of research and experinentation. And | would
recast four, | think, in that light. | noticed the original
draft we got did have research nmentioned in four and it's taken
out of the slide here.

And by the way | would nmention, if we're going to tal k about
a specific agency, which we do in four, and we're going to talk
about research, we should tal k about AHRQ as well as CMS. |
don't know that we need to tal k about a specific agency, we don't
in reconmendation three.

| guess |I'mvery skeptical of how nuch good we can actually
do relative to how much harmwe can actually do if we adopted
relatively potent incentives for quality inprovenent, again as
opposed to quality assurance.

M5. MLGATE: Can | just ask a question back to you, Joe, so
that I make sure | understand what you sai d?

Your point is that you don't think that we know enough to do
draft recomendation three by itself, and so the thought is that
we need to do nore research to understand how we shoul d steer
fol ks?

DR. NEWHOUSE: No, it's really recommendation four that's ny
bi gger problem where you say should instruct and fund CM5 to
expand qual ity neasurenent and inprovenent efforts. \Wereas
three, you say should explore ways to reward provi ders and pl ans
that work to inprove quality.

Wel |, explore ways has a research experinentation feel about



it, whereas four sounds |ike rmuch nore turn on the juice. So
there's a bit of tension between those two recommendati ons as

they're worded. | would conme down on the side of three.
M5. M LGATE: Whuld softening four help that though?
DR. NEWHOUSE: | don't know that you need it.
MR. HACKBARTH. You're saying just drop four?
DR. NEWHOUSE: | think so, or neld three and four together

in nore of a tentative node

M5. M LGATE: So include sonme of the ideas in the discussion
that may be under four under three, which are about assistance
and research?

DR NEWHOUSE: Yes.

M5. BURKE: denn, can | just follow up with a question
related to this? One of ny concerns in |ooking at the old draft
of recommendation four -- but I'mvery nuch in sync with where
Joe is. It's also fundanentally the question as to whether CVS
is the right place to do all of this, particularly when we get
| ater in our discussion about issues of regulatory burden and
t hings of that nature.

The question is what role should CMS play? And what are we
presum ng the answer to that being, specifically in this context?
Joe rai ses the question of whether or not AHRQ or sonebody el se
ought not to be involved in this to a certain extent. But |

think as we | ook at these going forward, |'m also concerned about
the question as to who and where the capability ought to lie, and
who is best funded to do either the research. |In denonstrations

it mght well be CVM5 because of the population, but | think that
is a question that we need to understand. And | don't want to
assume that CM5 is the right answer in all these cases, because
|"mnot at all certain it is. | think there are real questions
about their capacity over time and how many things we ask themto
do.

M5. ROSENBLATT: | was going to suggest that recomrendation
three be expanded to say that work to inprove quality and
measurenent. So just consider incentives for having better
measurenent, particularly on the health plan side.

The other conment | was going to make is Wl |l point got a |ot
of press recently in our efforts to reward providers for quality.
It mght be worthwhile to have sone real |ive exanples of where
that's being done in the marketpl ace.

The other thing is just linking up, as Ral ph did, the
comments we heard this norning from Paul, he used words |ike
consuner driven, information driven. This becones so inportant.

DR ROAE: Two points. One is | think that we shoul d have
sone reference here with respect to respondent burden, as Sheil a
mentioned. W talk about it in regulatory burden and tonorrow
we'll tal k about Medi care+Choice topics that you have under tab
J. It talks about the plans in ternms of what risk adjustnent
data we wanted to put in, the plans want X and MedPAC wants Y, et
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cetera. It was clear that the collection of those data was
dr opped because CVS was trying to find sone way to | essen or nake
the MHC programa little nore confortable for the plans.

So we should at | east be m ndful of that as we tal k about

this. Oherwise it will seemdi sconnected fromthese other
chapters.

That having been said, | think that there's another piece of
this which is even nore inportant and which urges Medicare to do
this. | think unfortunately, in the health care marketplace with
respect to health plans, there has not yet been the devel opnent
of a significant nunber of purchasers; i.e., enployers, who are

willing to pay for quality. They talk about quality but they
pur chased based on price or other kinds of benefits. But there
has not been a very significant novenent in the marketplace to
pay for quality.

It doesn't nean there aren't sone sponsors, and we have sone
and |'msure Wellpoint has sonme and others, who will pay for what
they perceive to be quality. But given the fact, particularly
with the tight econony, we were tal king about defined
contribution earlier and other things, that really Medicare is in
the position to devel op the experiences to see what Kkinds of
quality oriented products, if you will, fromhealth plans in the
M-C program m ght be effective for the nmenbers and providers and
everybody el se.

It really seens to ne that in the absence of anyone el se
stepping up that there is a very significant opportunity for
Medi care here to | ead the way.

And so fromthat point of view, | think it m ght be hel pful
in the beginning to talk about Medicare's role in the entire
health system W sonetines focus just on Medicare and not talk
about the rest of the system And if we have sonething about the
di sappointing | ack of free narket initiatives in this area, that
t hat woul d support Joe's idea about sone specific denonstrations
and things like that. Thank you.

MS. NEWPORT: | have some editorial comments that |'lIl share
with you ladies later, but | guess the enphasis here focuses on -
- alittle bit of tone, too -- is that there were sone formati ve

efforts by health plans to narket and start marketing on quality
initiatives. That's one of the reasons that NCQA, as well know,
NCQA and ot her accrediting organizations are starting to be
utilized nore and nore to nmeasure quality.

So the early blunter instrunents to neasure, as Alice would
say, have been refined over tinme and have been used, sone of
whi ch BBA pi ggybacked on.

| think that the concern or the subtlety that's lost in this
is that we seemto have, because to sonme extent health plans are
integrated systens, the ability to nmeasure nore concretely what
is being done. And then the struggle is then how do we bridge to
the fee-for-service area?
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One of the things | don't think we even approach very well
is that what inpact has plan nmeasurenent on provider groups and
provi der systens had to raise the bar on quality because we are
in the marketplace? And | think it would be hel pful to recognize
it, even though they may not be neasuring all of a physician's
practice or all of a hospital's care that there are sone
standards there that intuitively inpact on how they perform
Because | don't think they have an on/off switch. | hope not,
anyway.

So I think we need to kind of look at this iteratively, that
the focus and the enphasis and the del egati on of resources needs
to then go to a broader |evel, albeit incorporating tools and
techni ques that m ght be nore right-sized for that particul ar
fee-for-service area. So | think 1'd like to see sonething nore
affirmati ve around that.

Then | think we cannot underestimate the cost in terns of
the regul atory burden, that nmay be justified and cost effective,
because it does inprove quality, with overbuilt systens or
overw ought systens in sone cases.

So one of the concerns | would have with maybe the last two
recomrendations is that we make sure that in the statement that -
- we're seeking bal ance and we're seeking exportation of things
that we've learned in one area to areas where, because of the
breadth of them that we haven't had the opportunity yet to
devi se techni ques to have neani ngful neasurenent and quality
i ndi cat ors.

So | think that's it. Thank you.

DR. NELSON: | had a different interpretation of
recommendation three fromthat that | think Joe presented,
because he was |l ooking at this in ternms of supporting research
and experinentation. | looked at this as the Secretary finding
ways to reward tools that clearly reduce errors, such as
conputerized order entry in facilities that 100 beds that would
like to do it but they don't have the resources. The skilled
nursing facilities that are having greater incidents of bedsores
sinply because they don't have the resources to put in place the
processes that reduce that.

So | would hate to see draft recomnmendation three dil uted.
We have to acknow edge the fact that there are restrictions in
the ability of facilities to fully take advantage of the science
that we know supports the use of certain nodalities. And what
the Secretary should explore is ways to assist those who are able
and willing to incorporate those quality assurance techni ques
wi th Medicare paying its fair share of the bill

So | don't have any argunent with having Joe's point
expressed, but | would hate to see what | believe you were
driving at lost in that process.

DR. STOAERS: Not to digress back to recommendati on nunber
one, but to ne there's a great discussion about what's happeni ng
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in the private sector and in the public sector. |'mjust
wondering, the way we read this as it stands al one, that when we
tal k about duplicative oversight efforts that that can get
interpreted to just be doubled efforts within Medicare or
whatever. And that this recomrendation on its own really cones
across to say that we ought to be |ooking at the efforts between
the private and public sector. And sonetines these
recommendati ons kind of stand on their own and | don't think that
poi nt comes across in the recomendati on.

| think the discussion is great.

M5. MLGATE: So you want it to be nore duplicative efforts
general ly because it's not just public versus private?

DR. STOAERS: | think we need to sonehow come across in the
recomrendati on come across with the fact that it's the
duplicative efforts between what the providers are having to do
on the private side and what they're having to do on the CVS side
or the public side. That doesn't cone across to ne in the
recommendation, that it could be just doubled efforts within
Medi car e.

| think sonehow we've got to get that point across because |
coul d see soneone reading that and saying well, this is one nore
regul atory or sinplification of CVMS that we're asking for and not
really the broader picture that your text backs up

M5. RAPHAEL: | guess as | look at this | put in order of
i nportance that, to nme if the purchaser doesn't recognize and
reward quality, it isn't going to happen. So to ne that is the
nost i nportant recommendation that we can nake with the caveat
that as you neasure quality you don't | ook very good when you
uncover a lot of things that were hidden before. And you don't
want to end up bei ng puni shed because your statistics don't
al ways put you initially in the best light. But sonehow the
effort of neasuring and investing should be recogni zed and
rewar ded.

Secondly, for draft recomendati on nunber one, | don't think
the issue is activities. | think the issue is that there is a
| ack of integrated focus between all the people who are surveying
and nmeasuring you. They don't all have the same standards, so it
isn't just that they engage in different efforts at different
times, but it's that they have often conpletely different
standards that you're being judged by. So I think that
recomrendati on number one needs to sonehow tal k about the fact
that there needs to be nore coordination of the standards that
you' re being judged by.

And thirdly, | think that we need to sonehow foster nore
experinmentation, whether you call it research, exploration. This
is very hard work and we don't know very nmuch. W don't know how
valuable this all is, what this will all amunt to. So | think

we are in an experinmentation phase, and | think that's healthy.
| don't think we can lock in at this point and say that we know
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enough about what works in the clinical care process are, what
works in the kind of custonmer satisfaction and response and
access area.

So | just think that sonehow one of these ought to capture
trying to pronote nore experinentation and di ssem nation of
results in this field.

DR. BRAUN: | just wanted to nention, in draft nunber two, |
think while we have to take into account the capabilities of the
provi ders and the plans, we also | think need to be aimng for
equal protection of the beneficiaries across the Medicare
program Certain plans are being asked to do certain things and
others are not being asked to do them So | think we need to
find ways that the protection can be equal for all beneficiaries
across the program

The other thing that I want to nmention was | think when
we're tal king about deeming, it's inportant to be sure that if
this is private accreditors doing the -- obviously, private
accreditors -- doing the accrediting, it needs to be a
transparent process when it's a public program | think that's
part of being a public program

MR. FEEZOR: | just | guess wanted to underscore coments
Jack and Al an made about Medicare really being able to be in a
position of |eadership in putting noney up, particularly in the
rural and underserved and heavily concentrated areas of Medicare
enrol | ees.

Parenthetically, Karen | probably need to, if you' re unaware
of the effort in California where we're trying to get about five
or six mmjor payers together to, in fact, pay for performance

under the Integrated Health Association. | don't know whet her
you' ve seen the recent work that they're doing on that.
Two ot her quick comments. | guess | was struck by Ral ph's

observation that if we believe that, in fact, and certain the
retreat of Medicare Choice would suggest in at |east the short
termthat there's greater individual choice is going to be nore

t he mar ket pl ace going forward, then that does put the enphasis on
our quality neasures perhaps going down nore at the provider

| evel as opposed to systemor PPO level. And yet |'mstruck by

t he paradox that puts us in and the fact that if about 90 percent
of Medicare's expenditures and about two-thirds of the enrollees
have nore than one disease state that they're dealing with at the
same tinme, the difficulty of getting true nmeasures, if you're

tal ki ng about accountability. So I just sort of put that as a

paradox that | think we'll have to be dealing with going forward.
DR. REI SCHAUER: One small suggestion. |t may not be
possible. But in the discussion about duplication, | wondered if

there were any data that woul d say what fraction of nursing hones
go through two or three of these procedures or hospital s?

Because that might give it a flavor. It mght not be avail abl e,
but it would provide a nunber here or there.
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| have sort of a general observation to make and that is
| ooking at quality it strikes nme that there is cost reducing or
cost neutral quality inprovenent. That is if you do the right
thing health care costs will go down or they won't rise and the
outcone will inprove. And a capitated plan should have an
incentive to adopt those types of quality inprovenent neasures,
al t hough many of them1 don't think do, as Al an suggests.

| ndi vi dual providers who care nore about volume don't have a
financial incentive. | nmean, they have in a sense a noral
inperative to do that. So that's one kind of quality
i nprovenent. But probably a lot of quality inprovenent is really
cost increasing. It inproves health but it costs nore.

And it's difficult, under a systemlike this, to expect
provi ders or plans or whatever to respond. There are sone of
t hese instances in which the value of the health benefits exceeds
the cost of the quality inprovenent and sone where it probably
doesn't. But in either case we have to ask who's going to pay
for this? It won't happen on its own.

This really gets to Carol point. |Is CM5 going to pay for it
or are we going to expect the patients to pay for it?

| have, going through these recommendati ons, problens with

rewar di ng people for inprovenent as opposed to high level. You
know, if the assurance standards are pretty mnimal, which they
are, | don't want to have a system which rewards sonebody for

going froma mnimal |level to mniml plus and doesn't give
anything to sonebody who is really superior who slips a little in
a year but still is way above the other.

You can think of a tenporary programto help certain
particular entities |ike rural hospitals devel op the capacity to
operate effectively at a higher quality standard, but those would
be tenporary. The reward system and i ncentives systemreally
shoul d be on high | evel, as opposed to change.

DR. NEWHOUSE: A coupl e thoughts on the discussion. One is
along the lines of Bob's point about costs. | don't think we
know a | ot about costs of many of the -- take conmputerized
physi cian order entry that Al an tal ked about. W do know
somet hi ng about that reduces errors. | don't think we know nuch
about how nmuch it cost to train the physician staff to use it,
how nmuch it costs to maintain it over tine.

Maybe it's sufficiently costly that you can't afford to do
it at every hospital. | don't know But |I think that's
sormet hing that would need to be | ooked at before we had a
requirenent to put it in everywhere.

The second point goes to Bea's point about equality. |
think that's al nost inherently inpossible. One of the places we
know where there's a problemis handoffs from one provider to
another. This goes back to the point Ral ph made earlier. That's
al nost got to be there in the traditional plan and in private
fee-for-service as well, because it's kind of nobody's busi ness.
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In the health plan world one could conceptually hold the
pl an accountabl e for handoffs. But if one does then that's, by
definition, asymetric fromthe point of view of the beneficiary,
whi ch gets you into an issue of how do you handle the symetry.

DR. RONE: Reaction to Bob's coment. | think it's very
good and I think we should pay attention to it here. | think it
woul d be hel pful to have a section early on in this chapter
which is really excellent, that tal ks about the relationship
bet ween quality and cost. Because we don't go into that and
there is a lot of basic stuff there but we just sort of dive into
inmproving quality. Make it explicit.

You m ght consider using the traditional analysis of
Chassen, that there are three kinds of quality problens. There's
overuse, underuse, and msuse. And if you get rid of overuse
yes, that does save noney. But if you get rid of underuse, which
is particularly a problemin gender-related areas |i ke heart
di sease in wonen getting less treatnment, or in racial and ethnic
disparities in treatnments, that costs nore. |It's good, you get
more quality but we should understand what we're in for.

And correcting msuse, there's a cost associated with the
identification of m suse and correcting it. It could cost nore,
it could cost less. But sone sort of structure like that | think
woul d be hel pful because it helps to align the incentives or
di sincentives associated with the various changes in these
different nodels, such as a capitated nodel, et cetera. | think
that that m ght be hel pful

And you m ght reference the OMreport, which is not
referenced here.

M5. MLGATE: It will be.

DR ROAE: And talk a little bit about their approach

MR. DEBUSK: | just have one conment to nake on aut omat ed
order entry and these sort of things. That's inexpensive,
sinple. That bear has been crossed in the nedical profession for
along time. W deal wth that constantly. And that's | acking.

You tal k about this quality thing and you think of how are
you really going to inprove quality? And if quality systens are
i mpl enented, costs should go down. | agree with you very much on
that. But in the field of medicine, the protocols, the clinical
pat hways, these things are what we really need to be working on
to better describe these, put themin the system and then
process control, production control, break themup into parts and
eval uating themon that basis, and then | ook at your outcones,
your producti on.

We're way back on the whole process of what quality is al
about. |It's good to talk about it but probably we should visit
industry a little bit and see what they're doing about sone of
t hese things because we're in the production business in patient
care today. It's just so archaic how we do sone of these things
and we tal k about these things.
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Can you buy quality? Can we do what we're trying to do? |
don't believe we can.

M5. ROSENBLATT: | just want to address the point Joe made
about consi stency across fee-for-service versus HVO or health
pl an because at Wl | point we have actually been trying to figure
out how can we neasure quality for our PPO nenbers. Qur
techni cal peopl e and our physicians got together and canme up with
a very sinple way of neasuring sonething |like conpliance with
manmogr ans and pap smears.

The idea was if a woman sees five doctors and she gets her
annual mammogram then all five doctors are said to be that's
okay. Because maybe one asked her -- if she went to her general
practitioner and she had had the pap snear with her gynecol ogi st
and the general practitioner said have you had your pap smear and
the answer is yes. Well, then obviously the general practitioner
did not have to do it.

So | do think there are sinple ways of doing that, and that
we need to just take a new approach to thinking about how we do
those things so that we can neasure it in the fee-for-service
world. And | think again, just com ng back to the coments nade
this nmorning, consuners | think are ready for this type of
i nformation.

And Medicare is the 800-pound gorilla and | amstrongly in
favor of Medicare trying to do all types of things, even in a
fee-for-service world.

MR. HACKBARTH. In listening to the conversation | hear
broad agreenent on at |east two basic points. One, that this is
inmportant and it would be valuable for Medicare to be a | eader,
so far as possible. And two, that this is a developing field and
there are a host of very conplex issues having to do with
nmeasurenent and ri sk selection and so on.

The conclusion that | personally draw fromthose two points,
which | agree with, is that we ought to be | ooking at encouragi ng
voluntary efforts in quality inprovenent. W don't know enough
to be mandating this or that be done. | think that should apply
across all sectors.

That's the approach, as | understand it, now being taken in
traditional fee-for-service Medicare. W try to encourage
qual ity inprovenent measurenents using the PRO structure.
think that is also the approach we ought to be taking with regard
to private health plans and M+C so that we do not inpose a
burden, an unequal burden, on one of the conpetitors in the MC
systemthat we've established, particularly when we know so
little about this devel oping field.

So I'd like the tenor of the report to be great, inportant
stuff. Let's doit, let's encourage it, let's finance, research,
et cetera. But let's be wary of what we don't know and |et's not
tip the balance in the MrC conpetition by mandating sonethi ng for
sone conpetitors but not for others.
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DR. NEWHOUSE: Aren't those two linked? In other words, if
you' re going to encourage it, however you're going to do that,
you want to | earn sonething from havi ng done what ever happens out
there. So since it is a developing field, |I think you want to
link your two points.

MR. HACKBARTH. Say a little bit nore, Joe

DR. NEWHOUSE: This goes to your point about we want to
encourage voluntary inprovenent. Well, we want to encourage
vol untary i nprovenent but we want to | earn somet hing about the
efforts that various factors undertake to inprove quality. Maybe
we want to induce themto undertake those efforts by doing sone
formal kinds of experinmentation and paying themfor that, to see
what happens.

But however it's done, if it's just exhortatory or if it's
nore than that, we certainly want to | earn sonething about the
effects of this, with the hope that we can then generalize from
that, whatever it is that's going on out there.

MR. HACKBARTH. Could | just clarify one point? | have sone
concerns about the wording of draft recommendation two, which at
least as | read it says that you m ght require sone organizations
to do sonet hing because they have broader capabilities or
enhanced capabilities that you don't require other conpeting
organi zations to do. And | think that actually is
count er producti ve.

| think that that tension, given howlittle we know about
this field, we could be handi cappi ng organi zati ons that are
trying to do the right thing. And that's just not what we want
to do at this point. So | don't want to say well let's put
burdens on people in accordance with their capabilities. Let's
try to encourage everybody, fee-for-service, various type of
private plans, while we are still experinenting and | earning
about this conplicated field.

DR. NELSON: 1'd like to take your synthesis just one step
further though, in terns of the Medi care program being nore than
just an interested bystander in this. |'m probably
m scharacteri zing where you' re going, but nonetheless, | wouldn't
want someone to interpret our position as being passive about it.

That's the reason why | |like the idea of the Secretary
expl ori ng ways, maybe through denonstrati on projects or sone
other way, to see if incentives can be built in that actually
pronote quality inprovenent. | can live if it's not anbng our
recomrendations. But | wouldn't want us to cone out with a
report that was interpreted as being passive when there is an
opportunity for the Medicare program along with business and
others, to actively pronote, through the use of incentives,
qual ity inprovenent.

MR. HACKBARTH. Just for the record, | don't want people to
interpret what |I'm saying as being | ukewarm about this. | do
think it's inportant and I would like to see Medicare be a
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| eader. But | wouldn't like to see us respect what we don't know
about how to do this.

DR ROAE: | think I was going to make the same point Al an
did. | thought | heard, in your comments and in Joe's, a general
interest in avoiding disadvantagi ng sone el enents, and at the
sanme time exhortation to cheer on people who wanted to work in
quality. And I think we've been doing that a long time with no
effect. W really need to put sone incentives in to see if that
will make a difference. So | would cheer themon with an
incentive in these specific denonstrations.

And | think we should put that specifically in the report,
that on a denonstration basis is not going to significantly
di sadvant age ot her elenments that don't have the capacity to
respond to the challenge. It mght stinmulate themto devel op the
capacity.

DR. RElI SCHAUER: Just judging from CM5' behavi or over the
| ast few nonths, it's clearly desperately |ooking for ways to
punp noney into nmanaged care organi zations. And an aggressive
denonstration initiative, tied to quality, | think is the nost
defensible way to do that. And it al so serves the purpose of
allowing us to |l earn sonething, both about what's possible and
where the Iimts mght be.

| was going to nention sonething el se about different
standards for different types, but | won't.

MR. MIULLER This is consistent with the | ast few comments,
but in light of what we'll be discussing the rest of the day in
the session where we will be tal king about cost concerns and
updat es and physici an paynents and so forth, having the quality
agenda, the cost agenda, and then obviously -- as was referenced
in the comments this norning -- given sone of the cost pressures
that are going on in prem umincreases, nore and nore people are
likely to get uninsured in the near future.

We have to be looking at to really encourage the kind of
quality inprovenents everybody seens to be tal king about, there
have to be the kind of incentives that a nunber of people just
ment i oned.

| would also point out, just listening to the coments over
the last hour, | would say the ways in which peopl e approach the
qual ity discussion is probably as varied as any discussion that
we're likely to have. And people really conme to it in so many
di fferent ways, which tells nme that nobody is even close to a
consensus as to howto really inprove quality. | think that's
consistent with Joe's coments earlier

So therefore, a strong sense of experinentation, a strong
sense of reward for that kind of experinentation, but also |
think a sense of caution that this agenda is not noving forward
anywhere near as qui ckly as other agendas because it's so
conplicated and likely to stay conplicated for a | ong period of
tinme. So | don't see a likelihood of any maj or breakthroughs on
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t his.

This is as apple pie as it gets, you' re supposed to be in
favor of quality in health care. But just to reference one of
Bob's questions earlier, who's against in a sense rewardi ng
peopl e who are doing very well? But |ook at just one of the
common HEDI S neasures. Are we better off as a conmunity if you
get inmunization rates in sone tough areas up from15 to 50 or
better in sonme honbgeneous area getting it from75 to 90?7 One
can debate that considerably.

But some of the real problens in this country, sonething as
sinple as that, are getting the rates from1l5 to 50 in certain of
our popul ations and so forth. 1In sone ways, not to belittle the
difficulties of some nore affluent honbgeneous areas, tweaking it
from75 to 85.

So again, heavy on experinentation, heavy on the incentives,
but al so understanding this is going to conpete with sone ot her
agenda that we're going to be tal king about in the next 24 hours.

M5. BURKE: Just one cautionary note. | don't disagree at
all with the direction you're going and | think we ought to
acknow edge that there are things that we don't know and we ought
not be requiring things of plans or individual providers that we
are uncertain of. And I think all of the efforts at
denonstrati on nake a great deal of sense.

Having said that, | would be very concerned if the nessage
that came out of this that we were any |less commtted to an
expectation of requirenents over tine, that in any way we suggest
that over the long termthat this is going to continue to be sone
kind of a voluntary system that there will be no explicit
expectations on the part of the major purchaser of what it is
that we expect providers and plans to do.

And | wouldn't want us to suggest that we're backi ng away
fromthe requirenments already in statute, or that we don't
anticipate that once we have the information in hand and the
capacity to encourage or incentivize providers to do certain
kinds of things that we won't use those to put in place sone
fairly clear expectations as to what plans and providers ought to
do.

So while | agree we ought not put in place things we don't

know how to do, | don't want to suggest that over tinme, once
havi ng establi shed those things, that we are any |less commtted
to expectation that plans and providers will, in fact, conply

with sonme kind of standard.

MR. HACKBARTH. The existing lawin fact requires --
has differing requirenents. You said you don't want to see any
backi ng away fromthe existing differing requirenments?

M5. BURKE: | don't want us to appear to be stepping back
fromA, the current statutory requirenents, acknow edgi ng that
there are differences, that there were exenptions of non-HMO
plans in terns of what was required of MtC plans. My point is
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sinply I don't want us to suggest that we are backing away from
an expectation of a systemthat will expect certain kinds of
behavi ors on the part of plans and individual providers that we
don't yet know today what we need to know in order to know what
t hose expectations ought to be, or how best to nmeasure.

So | acknow edge that we don't have enough information today
to put in place a whole series of new requirenments. But | don't
want to suggest that we are unwilling to do so once we have the
information in hand, or that we are any |less comritted to quality
being critical in terns of our purchasing decisions going
forward

MR. HACKBARTH: The last part of that | feel entirely
confortable with. [It's the first part, the unequal requirenents
that exist in current |law, which makes ne uneasy.

M5. BURKE: Right. So are you suggesting repeal of the
statute to deal with that?

MR. HACKBARTH. |'mcertainly suggesting a change in the
statute so that we would say that we ought to have equa
requi renents across the sectors. There m ght be varying
requi renents at sone point in the future once we know nore about
what the right thing to require is. | don't think that the
current |law has struck the proper bal ance.

M5. BURKE: So as part of this reconmendati on are we
suggesting a repeal of the statute or a nodification of the
statute? |Is that what your expectation is?

MR. HACKBARTH. Maybe what we need to do to really nail this
down is actually go through the recommendati on | anguage that we
woul d be tal king about. Wy don't we put up the first --

M5. BURKE: Because | didn't see that in any text that |
r ead.

M5. MLGATE: Can | just say a couple things that may help
us cone to sone mddle ground here on this? The difference in
statutory requirenents between HM>s and non-HMOs, in terns of how
it's played out in the regulatory realmis primarily just one
thing. And that is that the non-HM3s don't have to denonstrate
i nprovenent on this extra QAPI project. That's for reasons that
we tal ked about .

| wanted to just point out the distinction between the
st andards which require plans and providers to put processes in
place to do Q and then the other whole set of nmeasures. That's
actually where there's nuch nore controversy, as you have al
tal ked about, the uncertainty about what you're neasuring, how
well you're nmeasuring it, whether what you come out with actually
makes any difference.

So one way to approach the equity issue would be perhaps to
suggest there should be equity in establishing processes to try
to inprove, but then pay around with how nuch extra is required
in terms of measurement. Because that's where the real |ack of
knowl edge is and where it beconmes nmuch nore difficult to actually
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conpare plans with other plans, providers with other providers,
because they're so different and have such differing | evels of
ability to actually measure and report on what they've done.

DR ROAE: | don't know whether or not the people who
drafted the statute had this mnd, but it seens to ne that the
way the elenents of the health system have evol ved that are
involved in providing or organizing or paying for this care, that
different elenments have very different structures and functions
and inherently different capabilities. And | think there is a
di fference between equity and equitability here, that we may not
be able to get equity and be fair because we woul d be
di sadvant agi ng sone el enents that just are not organized in such
a way as to provide the informati on or have the control over the
provi ders, or whatever. The difference between a tight HMO and a
PPO, for instance, is the reason why NCQA can accredit a tight
HMO reasonably well but it's nmuch harder with a PPO because the
pl an has nmuch | ess control over the providers.

So | think in our search for an inprovenent in the effort to
gain and enhance quality, | don't want us to di sadvant age
anybody. So what | hear, and this is newto ne, is that the
reduction to practice of the statute really only gives us one
di stinction which does not seem to ne at |least, to be an
unr easonabl e di stinction.

So where | conme out is that we probably don't need to nodify
the statute. Wiat we need to do is enphasize that the way it
shoul d be applied should be such a way that m ndful in the
differences in the elenents of a health system they should al
be accountable for quality and none of them should be passed over
with respect to this. | think that's the nmessage.

DR NEWHOUSE: | think we all agree that the inherent
capabilities are not the sane. So ny point is that to the degree
we go on fromthat to say we would require different things, and
to the degree those things have cost inplications then
rei mbursenent al so has to be unequal

MR. HACKBARTH: What you don't want to do is create a system
where people say boy, | don't want to devel op any capabilities
because then they'l|l have expectations of ne. Disavow any
responsibility for anything and keep ny capabilities at a m ni num
because then they | eave ne al one.

MR. MULLER: That was the discussion we had earlier about if
we inprove quality in the systemwhy not reward people for doing
so. And given the kind of concurrence through the | ast through
monment's di scussion, that there are different capabilities inside
the systemand likely to be for a very long tine, if not forever,
i nside the system one wants to encourage those institutions --
by and | arge institutions -- who have capabilities to use those
capabilities in advancing quality.

As opposed to sonething as perverse as either saying we'll
penalize you for it or we'll demand that you have costs added to
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your system but we won't pay you for that because we can
recogni ze you, we can deemyou, we can accredit you, we can give
you conditions of participation and therefore we'll hit you with
all those things. But by the way, there's no reward on the

rei nbursenent side. That's truly perverse.

| think it's very difficult to use the kind of equity
equi tabl e argunent that Jack and Bea have raised to assune that
all parts of the system whether it's providers, plans and so
forth can sonehow act equally. That's just not a reality.

MR. HACKBARTH. That's right.

MR. MIULLER On the other hand, one wants to encourage
us in a powerful way and it does get to costs and change in
behavior that we're trying to encourage.

So | think in ternms of the recommendations, | would state
the varying capacity recommendation in a positive way by saying
where these varying capacities exist -- and sone of them have
al ready been acknow edged by having the HMOs versus the non- HVOs
have the BBA requirenents -- we should encourage and reward and
| earn fromthose kinds of things, as opposed to going backwards
on them-- which | think is Sheila's point in part. But
definitely it would be truly perverse to have institutions that
are capable of inproving quality and be penalized for doing so,
either in ternms of increased regulatory requirenents, scrutiny,
costs, disadvantage and so forth. That would be a very perverse
out cone.

M5. RAPHAEL: But | think the flip side of that is not to
| et anyone off the hook. Because | don't think we should be
saying that there are sone providers or systens that don't have
the capability and therefore somehow they don't have to adhere or
try to reach certain standards.

MR. MIULLER: If | can just, Carol, | think one of the
assunptions in all this, |I think, is that sooner or later the
quality -- like it does in other sectors of the world -- wll be

recogni zed and rewarded. Now it may be so far off it won't
happen in our lifetine.

But | think one of the reasons, and not just in terns of
prof essi onal ethos and concern that people try to inprove their
quality, is in fact there will be a reward for it in the |onger
termto being a better provider of services. So to that extent,
there shoul d be self-regardi ng behavior that causes institutions,
provi ders, doctors, et cetera, to try to inprove their quality.

DR ROAE: | think we can handle this pretty easy because |
think we're at kind of risk for a crisis of agreenent here, that
we shoul d recognize that different el enments have different
structures and constitutive abilities that does inherently
differentiate their capacity to do certain things. A fish just
can't develop lungs and wal k out on land. It doesn't have the
genone for doing that. W can't punish it for not doing that.
That's just the way it is.
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On the other hand, what we should do is say that given the
di fferences and the capacities of the different el enments, each of
the el ements should do whatever it can, given its capacities and
its structure, to inprove the quality of care. And that
different elenments will use different pathways to get there.

| nmean, | think we want to distinguish a constituative
genom c aspect of this fromthe fact that we don't want to go
where d enn was suggesting we don't want to go, which is people
wi |l not devel op capacities because then they will have
expectations placed on them W want themto devel op those
capacities within the franework of their entities.

| guess a paragraph about that m ght then be hel pful.

MR. HACKBARTH. | think the only way we can bring this to a
conclusion is to actually tal k about |anguage of recomendati ons.
So what I'd like to do is go back through those one by one.

DR. NELSON: denn, | think it would be hel pful if draft
recommendation two was rewitten and brought back to us in the
context of this discussion, because this discussion changes the
tone quite a bit and puts nore enphasis on the -- acknow edges
the differing capabilities but puts nore enphasis on an ultimate
goal of everyone being accountable for inproving their
per f or mance.

MR. HACKBARTH. | agree that it needs to be rewitten. The
process will be, we need to provide enough direction to Mary and
Karen that they know what to bring back, or think they know what
to bring back. That's what | want to nake sure of. And then

tonmorrow or sonetime later today we will actually review a
redraft. But let's quickly go through.

Draft recommendation one, | think | heard agreenment. W
won't vote right now.

M5. MLGATE: | heard two changes. Wuld you like ne to
cite thenf

MR. HACKBARTH. Actually I'd like to not spend additional
time right now Recommendation two, the key points that | think
have cone up is that we don't want to unfairly burden
organi zations in the conpetition, but we want to encourage the
devel opnent of capabilities which nay vary according to the type
of organization it is. So it's encourage as opposed to uniform
mandat es.

DR. ROAE: This sounds like a little too much of a cop out
here. Wat we want to do is add sonething to this reconmendati on
that says mindful of the differences, we want to require each
el emrent to enhance quality to whatever degree it has the
capability of doing so. Sonething |like that.

MR. MIULLER. M ndful of, we should encourage and reward.

DR. NEWHOUSE: | think there has to be sonethi ng about
rei mbur senent .

MR. HACKBARTH: To ne that's the rub. [If in fact there are
different costs attendant to these different approaches, then you
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start to unfairly handi cap one party versus the other in the MtC
conpetition. And so | think you need to have nore of a reward
mentality than a mandate nentality.

DR. RONE: Particularly given the current of the M+C
conpetition.

MR. HACKBARTH: \Which is critical context for this. This is
not a program where we have private plans flocking into it.

DR ROSS: As we're trying to stitch together these wal ki ng
fish of Jack's, does that nmean we bring together the discussion

on recommendation two and pull in nunber three on that?
M5. BURKE: | guess ny inpression is twd is not specific to
creating [inaudible] three and four. | sawthis as a different

i ssue, which is the acknow edgenent of the differences between
t he plans and | ooki ng at what the expectations ought to be. |
think what Murray's saying, at |east what | hear you saying, is
the issue of the incentivizing and the devel opnent of systens to
| ook at different nethods for encouragi ng behavioral changes is
an issue, | understood, in three. | understood this to be a
di fferent question.

MR. HACKBARTH. So you see them separate?

M5. BURKE: | guess | understood their points to be sonewhat
different.
DR. ROSS: | guess the problemis | hear the different

di scussi on on recommendation two is |I'mhearing two thoughts that
| don't think are nutually consistent. The thing that possibly
squares the circle here is to bring in the rei nbursenent rates.
That's what | was | ooking for.

M5. BURKE: Right.

MR. HACKBARTH. The Congress asked us, should they require
the sane thing of all the different sectors. And | think we have
agreenent that the answer is no, we shouldn't require the sane of
all these different sectors because you can't. And so then the

next question is well, should we require variable things or
should we have a reward nentality that if people invest in
improving quality we will support -- help thempay for it through

rei mbur senent, whatever?

And | think that's where potentially we have di sagreenent.
|"msaying | think that we ought to have the reward/ support
mentality and not let's require things of different people
because of the conpetitive consequences.

DR. NEWHOUSE: Maybe the way out here is to tal k about
require in the context of quality assurance and reward in the
context of quality inprovenent.

DR ROAE: O innovation. | think that that's -- because we
don't want to say that if you don't want to go on the pathway of
getting extra reward for inproving quality, then you have no
responsibilities with respect to delivering quality. W don't
want to go there, right?

MR. HACKBARTH. There ought to be a quality assurance
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m ni mum r equi r ed.

DR. ROAE: And that standard m ght change over tine, right?

DR. REI SCHAUER. But if you have the same quality assurance
standard across all delivery systens, isn't that as far as you
want to go?

DR ROAE: It's not as far as | want to go, but I'm well
known to be way out anyway.

DR. REI SCHAUER So you woul d have different assurance
standards for different types of --

DR. RONE: No, | would have assurance standard across the
board for anybody who's involved in providing or paying for care
for a Medicare beneficiary. And then | would have an added
reward for innovation and enhancenment to quality.

M5. BURKE: Can | make just one side note, going back to the
old days of a staffer? It seens to ne the first recommendati on
ought to deal with the question. |If the question that we were
asked is should we apply the sanme thing across the board, if our
answer is no, that ought to be the first thing we say. That's
the question. |If we have the answer, we ought to agree that's
t he answer and we ought to say it.

And then we have all these other things. But are we agreed
that the answer to the explicit question that was asked is no?

M5. M LGATE: But there was al so a question of how.

M5. BURKE: | understand, but nowhere in these four
recommendati ons do we answer the question.
DR NEWHOUSE: | think it's no, but if you do it anyway then

you shoul d rei nburse differential.

M5. BURKE: Right. But it seens to me the first thing we
need to do is do we have an answer to the question as asked? And
if we do, we ought to state it. And that ought to be the first
thing we say. And then all the nodifiers, if you do, how you do,
what you do, and if you want to do sonething el se.

But there was a question asked, do we have an answer? Are
we agreed? It ought to be stated.

MR. HACKBARTH: Just to maintain sone senbl ance of schedul e,
what 1'd like to do is have Mary and Karen conme back with sone

recrafted recomrendations, and we'll help you do this. There may
actually be two conflicting recomendations that capture what |
think is a difference of opinion here, and then we'll do that

t onorrow around 10: 30 or so.

This has been a very hel pful discussion for nme, and thank
you, Mary and Karen, for all the work on the paper. It was well
done.
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Agenda item continued, Friday November 16

MR. HACKBARTH: What we're going to do nowis return to the
subject of quality inprovenent for health plans and providers.
As you recall, yesterday we |eft the subject w thout voting on
recommendations. W asked Mary and Karen to try to capture the
essence of the discussion we had in sone alternative
recommendat i ons which they're going to present now. W can have
sonme brief discussion and then proceed to a vote.

M5. M LGATE: As you renenber, yesterday we were di scussing
four draft recomrendations. Just to |let you know what you have
in front of you today, we came back with two options for the
recomrendati on where there seened to be sone differences of
opinion. And we hope that one of the two options represents at
| east what your opinion nmay have been on it.

Then the other three recommendations are not significantly
changed. denn, do you want ne to go through the first options
first? O do you want to go through the options that don't have
as many changes, first?

MR. HACKBARTH. Wy don't we focus our efforts on those
first couple where there is an issue. You may al so want to
menti on how you responded to Sheila's point about the --

M5. M LGATE: Putting one first, versus the other.

Yes, what you'll find, first of all, is that we changed the
order of recommendati on one and two, so that the Congressional
guestion of how to apply quality inprovenment standards and the
i ssue of the conparable standards is actually addressed in the
first recommendati on, whereas yesterday we had the one on
duplication of efforts first.

So you'll see that there's option one and option two for
recommendati on one. And then we go through the other
recomendat i ons.

| wanted to just very quickly sunmarize a little bit of what
we heard yesterday to identify a few of the issues, and then just
go right into the recommendati ons. Yesterday | think we heard
basically three conpeting beneficiary needs voiced in a variety
of different ways. It seens to ne a good way to | ook at the
first two options is to think about how those beneficiary needs
are addressed within those options.

First is a beneficiary need for high quality care. So just
a general support for that as a concept.

Second, a beneficiary need which Bea brought up on equal
protection across plans and providers in geographic areas. And
of course, that's kind of the heart of the issue that folks
di scussed yesterday, is whether it's really appropriate to have
different |evels of standards on different plans and providers.

And then thirdly, a beneficiary need for choice. So that
gets at the issue of you don't want to have the standard so high
that, in fact, it restricts entry into the Medicare program or
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makes it extrenely expensive for those certain types of plans or
providers in the programto stay in the program

So turning to the slides, the first option recognizes the
di scussion that, in fact, there should be sone differences in how
qual ity inprovenent standards are applied. That was a
recommendati on we had yesterday, but it has the added piece of
suggesting if you do that, there should be sonme kind of reward or
conpensation for that. So this option -- and let nme just read it
-- is that the Secretary should take into account the
capabilities of providers and plans when devel opi ng and appl yi ng
guality inprovenent standards. |If this results in an uneven
| evel of quality requirenments, Medicare should conpensate plans
and providers who incur additional costs.

So theoretically, that addresses the flexibility issue and
says if, in fact, that neans there's higher requirenents you
shoul d conpensate those who incur additional costs. Practically
speaki ng, there are clearly sone problens with inplenenting this.
| f you're tal king about paynent differentials, you'll have to
figure out how nmuch cost you're actually incurring. You would
end up probably having to do that on an individual basis because
we have so nuch heterogeneity in the HMO market, in particular.

However, there are possibly other ways to reward. You could
use public acknow edgenent or |ower |evels of regulation. So
those m ght be two ways to mitigate that.

The second option basically speaks to the point that sone
made that we really don't want to have an unlevel playing field
bet ween plans and providers, and said let's just put in place a
m ni mum | evel of requirenments on everyone. And then if we go
beyond t hat Medi care would, as in many ways they do in the fee-
for-service programnow, assist plans and providers and then al so
reward themin any further quality inprovenent efforts.

So option two reads, all plans and providers should be
required to neet basic quality requirenents. Medicare should
reward plans and providers whose voluntary efforts exceed m ni nal
requi renments.

The inplications of this reconmendation are several and
depends, in nmany ways, on how you woul d define basic quality
requi renents. |If, as the discussion went in sone ways yesterday,
you woul d define those as quality assurance requirenents, it
could inply that you would want to repeal the quality inprovenent
requi renents that are currently on Medi care+Choi ce plans and
m ght affect the fee-for-service efforts to actually put in place
sone mnimal quality inprovenent standards on providers.

I f you were to suggest there would be sone basic | evel of
qual ity inprovenent requirenents perhaps just process and
structure requirenents, but not all this |arge nunber of neasures
or type of measure and specificity of nmeasures. Then it's a |less
of a -- for want of better words -- dramatic change fromwhat's
currently being done in Medicare+Choice as well as in the fee-
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for-service program

So it would probably inply pulling back on nmany of the
requi renent neasurenent efforts in Medicare and perhaps fee-for-
service doing pretty nmuch what it's doing and all ow ng room for
themto put in place quality inprovenent process and structure
requirenents.

Those are the two options.

MR. HACKBARTH: Conmments on those options?

DR. WAKEFI ELD: On this recommendation, since it's up there
right now Actually | had a question about -- and you addressed
it. But it makes ne wonder, | guess, if this one were to pass,
if we should have sone discussion in the text about what we nean
by basic quality requirements. Because the first thing | thought
was well, what do we nmean by basic quality requirenents? Are we
tal king about QA and/or Q? And basic in both areas or not? So
in other words, if this passes | think there's got to be sone
definitions drawn in the text.

Secondly, am | understanding this correctly that what this
could do is to decrease the Q requirenents on M-C now down t o,
if you'll forgive that, but down to what we've got existing in
fee-for-service now? As opposed to trying to nove Q forward and
bringing fee-for-service up. Now that's a really crude way of

describing this. | apologize. | wasn't in the discussion
yest er day.
M5. MLGATE: In ternms of requirenents | guess | would say

at least that's how | would interpret it. But there was a |ot of
di scussion yesterday on ways to reward providers and plans to
actually do nore than that. But in terns of requirenents, that
woul d be ny interpretation, that yes you would be taking the

| evel of actual standards down to -- if people don't agree, |I'm
perfectly happy to hear otherw se.

DR. ROAE: | thought | heard sonething different than that
yesterday. Wat | thought | heard -- | nmean, we all heard a | ot

of stuff. One of the things | heard, although it may not have
been the consensus, was that recognizing the differences in the
i nherent capability of different structures, that there would be
a different requirenment for the basic quality programin the
different elenments of the Medicare program Medicare+Choice
tradi tional Medicare or whatever

And that above that, all of them should be rewarded for
i nnovation in advance. But that we wouldn't want to put
requi renents on one that it couldn't reach because it just didn't
have the structure or the network or sonmething like that. So
that's what | thought were going for.

MR. HACKBARTH. That's option one was designed to capture
t hat point.

M5. MLGATE: Yes, | was just answering option two.

DR RONE: | heard sonmething different than you did.

M5. MLGATE: | think what you just said was said. | don't
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think it was said by those that felt nore confortable with this
opti on.

DR. NELSON: | really hate to get into the business of
rewiting this, but I think you separated the concepts in a way
that there's sone nmutual exclusivity that wasn't reflected in
yesterday's discussion. Option tw can be fixed very easily to
incorporate the idea of different capabilities with just adding a
little bit of additional words.

Working fromoption two and saying all plans and providers
shoul d be required to neet basic quality requirenents, taking
into account the capabilities of providers and plans, which you
use in option one. So that variable capability is acknow edged,
and shoul d be.

And then the second part says Medi care should reward pl ans
and providers whose voluntary -- and |I'd add quality inprovenent
efforts -- exceed mninmumrequirenents. Because you' ve already
tal ked about quality assurance in the first sentence.

So a conbination of one and two, in ny view, is necessary in
order to accommodate the discussion that we had yesterday.

MR. HACKBARTH: | think I may be the instigator of this
problemso let nme just take a mnute and try to expl ain,
hopefully nmore clearly than yesterday, ny thinking on this.
Nunber one, | think it's clear that by design the quality
i nprovenent capabilities of some organi zations are different, if
not weaker, than others. |In fact, there are sone types of plans
that are designed to take the responsibility for decisionmaking
away fromthe health plan and put it in the hands of i ndividual
clinicians and their patients. That's their intention. Plan
doesn't control quality, doesn't control clinical decisionnaking.

A second inportant point fromny perspective is that plan

| evel quality information -- |I'mthinking now fromthe
perspective of a beneficiary trying to choose anong the nyriad
options that they mght face -- plan level quality information is
i nherently, | think, of very [imted value to that decisionmaker
when you're tal king about plans that have virtually all-inclusive
net wor ks.

| f you have a plan that enconpasses all providers, what Jack
referred to yesterday as managed care lite, the differences anpong
plans and their quality are not going to be very great because
they're basically using the same providers. It tends to wash out
differences. So if we're thinking in terns of hel ping
benefici ari es make deci sions, these big network plans reduce the
utility of plan level activity.

| think the plan | evel requirenents al so have a major cost
froma provider perspective. Put yourself in the position of a
provider that contracts with four or five different health plans
that now have quality inprovenent nandates that they're al
tackling in a different way. And so they've got this
bureaucracy, this regulatory burden if you will that's created by
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trying to help different plans neet mandated quality inprovenent
requi renments when they participate in nultiple networks.

This, to nme, is grossly inefficient. And as | say, it's of
littl e added value to the beneficiary.

Finally, as | said yesterday, it seens really perverse to ne
to say well, if you have greater capabilities we're going to put
nore wei ght on your back because what that does is create an
incentive for people to say well, I"mgoing to di savow
responsibility. | don't want to devel op capabilities to inprove
qual ity because they're just going to nake ne carry nore wei ght.

So | was the one who was saying let's get out of this. Oh,
we're going to be flexible based on plan capabilities because |
think that it's perverse in the incentives it creates and the
value to beneficiaries is mnimal and it's really burdensone to
providers that participate in nultiple networks.

And on top of all of that, I think we knowthis is still an
enbryonic field, quality inprovenent. It is rife with problens.
Measur enent probl ens, risk adjustnent problens, how you engage
clinicians neaningfully in quality inprovement. | think that

mandat es, especially uniform mandates or even vari abl e mandat es,
are just going to get us in a peck of trouble here.

And so | was the one who said yes, maybe let's back away
fromcurrent law and say in recognition of the conpetitive
playing field problens, in recognition of the inherent difficulty
of this field, we ought to be trying to support, reward,
encourage quality inprovenents by providers, whether they're in
fee-for-service Medicare or in a managed care plan of whatever
t ype.

DR. NEWHOUSE: |'m synpathetic to that view, and | Kkind of
started where Mary started, that recommendati on one has a quality
i mprovenent flavor about it and recomrendation two or option two
has a quality assurance feel about it. | think we would help
ourselves to distinguish those. I'mwith Genn that quality
i nprovenent, it seens to ne, it will be successful if it's
voluntary or cones fromw thin the organization, professiona
notivation and so forth.

Mandating quality inmprovenment, I'mnot sure is going to be
very successful. Maybe there's sone evidence on that. | don't
know.

So that would be the general approach |I would take with
quality inmprovenment. | don't know if that rises to a

recomrendati on or not.

In the quality assurance front, insofar as this is
concerning plans, | had a couple of points. First of all, it
seens to me the plans value added is likely to be greatest in the
coordi nation across providers area. That the plan has kind of
the | east | everage within provider, but the handoffs and so forth
is where it could potentially add val ue.

Secondly, | would set the bar for the plan, if we're going
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to do this then, I nean mnimal requirenents is fine but | would
like to conpare it against traditional Medicare. It seenms to ne
that that's the right -- at least if we're tal ki ng about val ue
added -- that's the right conparison as opposed to an abstract
standard. But there's sone mninum abstract standard al so, that
really should be there.

DR ROAE: | think we're backing off alittle too far. 1"l
take nmy health plan CEO hat off and put ny geriatrician hat on
here for a mnute. | think that, as we said yesterday, because
of the lack of incentive fromenployers -- but we'll get to that
change, maybe we'll get to that in a few mnutes -- there's not
been the devel opnent of quality oriented products, if you wll,
in the conmerci al nanaged care narketpl ace.

Medi care has a great opportunity to really incentivize,
foster innovation, reward it. | think that's great. But | do
think that -- and notw t hstandi ng the hassles of managed care
lite and physicians having to report to four different nanaged
care plans and four different tinmes of the year and four
different HED S variant neasures, et cetera -- and we're trying
to work on that, by the way. The industry is trying to, with
NCQA, is trying to devel op an approach to that.

Notwi t hstanding that, |I think that the prom se of managed
care is higher quality at |lower cost, nore prevention, et cetera.
And that's what MtC should be. And we should be held to sone
hi gher quality standard than traditional Medicare because that is
the prom se.

| don't know where to go. Wien I'mlistening to you and
Joe, and | know it makes sense, it's logical, it just sounds |ike
backing up a little too far for me and 1'd like to have sone
hurdle there for quality as the standard in the MtC, recogni zing
i nnovati on and reward.

MR. HACKBARTH. |Is the only way to show support and
| eadership a nmandate, | guess is what it boils down to? Are
t here other ways that we can show | eadership?

| agree that Medicare should be a |l eader in this. Do we

have tools in our box other than well, let's require it?

DR. ROAE: | understand what you're saying and | think you
understand what |I'msaying. |If there's enough innovation there
and if there's a nmeaningful reward, then we'll get the result, |

think. But |I'mconcerned that there m ght not be. And the
purely voluntary piece of it scares ne unless there's a rea

i ncentive because we've seen purely voluntary not work in the
absence of incentives.

M5. NEWPORT: | confess, like others, to be alittle
startled with the idea of backing off the MtC standards, frankly.
That wasn't what | thought was happening in the discussion
yest er day.

What | wanted to convey through our report there was an
interest in addressing sone of the issues also on the fee-for-
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service side right-sizing the standards. | think Bob said it
best yesterday, which was not seek a m ni mum of best practices
but incentivize, encourage an atnosphere where nore dynam c
qual ity inprovenent standards were put in place.

So while the intuitive to that is a base, | believe, | was
very concerned with -- and Mary can probably speak better to
this, that on the fee-for-service side, which is where the bulk
of our Medicare beneficiaries are, that as a purchaser Mdicare
needed to seek a nmethod to export best practices or measure.
think Alice said that yesterday. Measure or confirmthat indeed
best practices were out in the fee-for-service area as well.
Intuitively they probably are to sone extent.

But if you're going to be conparing or provide tools for
beneficiaries to conpare where they should be and be assured that
they're getting good quality and the governnent is paying or they
are paying for good quality, that's what we're trying to do. So
it was taking this, evolving it into a higher formof quality for
a very |l arge purchaser.

So | just don't want to convey the nessage that we're
sonehow seeking to take a backward step on this, but encouraging
and incentivizing. | don't know how we bridge this at this
point, but that's ny view. | really think what Bob said
yest erday was what | was very confortable wth.

MR MILER 1'd like to make my effort at the exegesis of
these quality of care standards. Just consistent with what al
four of you who have spoken have said. |In between things Iike
conditions of participation and accreditation and so forth,
there's a basic level that sone entities have gone through.

Qobvi ously, the nore organi zed entities have al ready been doing it
for many years. And even the Joint Conmm ssion has tried to nove
beyond the QA into CQ over the course of the last four or five
years.

So | share wth the cooments that have been nmade so far that
we should not back off of those. | think that would be going in
the wong direction. That's been hard to inplenent over a |ong
period of tinme that successive change. Providers have gotten
used to that, so | think it rmakes sense to keep going in that
direction.

So ny sense of both what we shoul d be saying, and what we
said yesterday, and what | hear the four people saying, is we
want to be encouragi ng best practice. W want to encourage that,
in part, by rewarding it. | think recommendation one, in ny
view, captures that better than recommendati on two.

| don't like words Iike mnimal and basic. First of all, it
shoul d be basic twice or mininmal tw ce, but nost people don't
like to vote for mnimal and quality. |t scares people to just
have m nimal quality. They want a little higher threshold than
m ni mal

Whet her one wants to use Joe's words from yesterday of
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qual ity assurance, or whether that's too nmuch technospeak, it
probably is for nost beneficiaries. They don't understand the
di fference between QA and CQ .

But ny sense is nore with recommendati on one, reward for
i nprovenent. A sense of not backing off where we are already.

On the other hand, as Joe has said, let's not mandate beyond that
but reward and encourage beyond where we are right now So |
t hi nk one captures that better.

Again, the mnimal wordsmthing | would do on one is sone
people don't like to talk about uneven quality. It scares them
So probably differential mght be a better way of discussing
that, rather than uneven. And then I think we should be nmaking a
bol d statement about trying to really inprove the quality of care
in the basic Medi care program but understandi ng that that cones
fromvoluntary efforts at this tinme, rather than through
mandat es.

DR. RONE: So you'd take the second sentence of option two
and add it to option one?

MR. MULLER  No. | happen to think one captures it
reasonably -- the way |I'mreading the second sentence of one and
two, I'mreading themreasonably equivalent. | want to get rid

of mnimal and I want to get rid of noving backwards. Going
forward shoul d cone through rewardi ng rather than through
mandat es.

DR. ROAE: That's what |I'm | ooking for.

MR. HACKBARTH. Let ne pick up on the conpensation versus
reward. To nme, at |east, conpensation sounds exclusively |ike
nonetary payment. In an abstract sense maybe that's what you
want to do, but | don't know how it could ever practically be
done. Reward is nore flexible and it could be we give thema
seal of high quality that is then marketed to beneficiaries.

Bet ween those two words | would certainly prefer reward.

DR. ROAE: The problemis we don't want to reward them j ust
for higher costs. W went to reward themfor higher quality. So
the wording here in one kind of suggests higher costs.

MR. HACKBARTH. So that's where you were going, take this
sentence from nunber two and nove it over.

DR. NEWHOUSE: d enn, naybe we should drop the conditional
of this and just say, Medicare should reward plans and providers
who denonstrate superior quality, or sonething like that.

MR. HACKBARTH. And add that onto the end of option one?

DR. NEWHOUSE: Inplied in the first sentence is that the
capabilities are uneven. Wiy are we nentioning the first
sentence if the capabilities are equal?

MR. MIULLER: Joe, part of what we discussed at great |ength

yesterday is a lot of these capabilities are still in process
rat her than outcone because of all of the arguments over why we
can't nmeasure outcones very well right now So we are still at a

state where we want to reward i nnovation -- to use Alan's words -
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- we want to reward innovation in quality inprovenent processes,
whi ch hopefully will lead to inprovenents in outcones.

But | think nost anybody concedes the evidence on that is
hard to marshal at this point.

DR. NEWHOUSE: Indeed, |I'm nervous that rewardi ng sone
di rensions, as | said yesterday, may result in give-ups on other
di mensi ons that |eaves us unbal anced and no better off. But
that's an enpirical issue.

MR. HACKBARTH. Let ne see if | can crystallize where |
think we are in terns of |anguage in option one. Wat | hear
peopl e noving towards is sonething like the following. The first
sentence as is, take into account the varying capabilities. And
then --

DR. NELSON: denn, try and do it so we don't start out with
a caveat. 1'd like to start out with a strong statenent that
support quality inprovenent or quality assurance or both. W
start out with a caveat that sort of says if.

DR. NEWHOUSE: What if the first sentence is Medicare should
reward plans and providers that incur additional costs in Q
efforts.

M5. RAPHAEL: The Secretary should apply quality inprovenent
standards [i naudi bl e].

DR BRAUN:. |1'd really like to cone back to Alan's origina
thing. | think I'"mnext on that |ist.

| really like the idea of differentiating between quality
assurance and quality inprovenent. | think that's inportant.

And option two really does that if we | eave the first sentence
in. And in the second sentence put Medicare should reward
guality inmprovenent efforts that exceed mnimal requirenents.

If we take the word voluntary out, then you could have it
either voluntary or non-voluntary. At the nonent, it's not
voluntary for health plans. But | think it leaves us a little
freer than just rewarding the voluntary ones, to reward either
ones. But | think we want to reward quality inprovenent but we
want to keep in place that there is quality assurance.

And it seens to nme that we're heading for a goal of high
gquality and there are going to be different ways for different
groups to get there, but at sone point what now are basic quality
requi renents could be raised as we find ways that everybody can
nmeet certain things.

DR. RONE: Wuld you accept, Bea, getting rid of the word
m ni mal and havi ng standard requirenents? That's one of Ral ph's
concerns, that mninmal really sounds --

DR. BRAUN. Well, exceed requirenents maybe. Again, if you
take voluntary out, take mninmal out so that we're allowi ng --
mean, we're going to depend on how i nportant they are.

MR. HACKBARTH. Bea, what about the reference in option one
to varying capabilities? Renenber that the question we were
asked by Congress is should there be uniformrequirenents or
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should we take into account varying capabilities. | know that's
a paraphrase.
DR. BRAUN. | think, again, we're tal king about two

different things, if we're tal king about quality inprovenent or
qual ity assurance. And | think they keep getting m xed up. They
keep getting mxed up in this chapter.

| think easily we could add that on to that first -- or put
it first, taking into account capabilities of different providers
and plans, all plans and providers should be required to neet
basic quality requirenments. That could be added on.

But | think there are basic quality requirenents that should
be net across the board regardless. And then the quality
i mprovenent standards will differ, depending on the ability of
t he providers.

MR. HACKBARTH. We need to get to a vote here.

MR. FEEZOR Bea actually has raised a concern that | had.
| think we're trying to play chess on three | evels of the
chessboard here. | think the quality assurance that Bea talks
to, and I think that Joe tal ked about, is really nore what we
t hi nk ought to be available, information that ought to be
available to all enrollee, all Medicare enrollees, sort of
certain basics. | think if we think along that |evel,
information that mght go to the patient if you will, on sone
sort of quality assurance or accountability, then there is |
think the issue of quality or accountability that is needed from
Medi care as a purchaser, regardl ess of what venue.

And then there is perhaps a third sort of quality assurance
that we try to get that is to CM5 as a regulator to nake sure
that within the Medi care+Choi ce and some ot her arrangenents that,
in fact, there is at |east assurances that some of the
perversities of the incentives that m ght be within those plans
do not occur.

So | think if we think along those lines, | think it |eads
us back to what Bea, and | think Joe, were tal king about. W
need to tal k about sonme mnimal |evel that nmay be constantly
ratcheted up that goes for all enrollees, information on quality
t hat hel ps them make decisions. And then that, in terns of the
sort of quality inprovenent, which quite honestly many of our
accrediting institutes that we referenced yesterday really are
usi ng, as Ral ph said, because there are not good outcones
nmeasurenents. So we sort of say well, if you' re nmaking efforts
towards quality inprovenents.

So | agree and | think taking the diverse starting points of
provi ders and plans, the sentence, and perhaps sone of Bea's
comments, drafting that onto option two may get us a little
closer to where | think we need to go.

MR. MIULLER: Let me then suggest a conbi nation of the two.
That you take sentence one fromoption two. All plans and
provi ders should be required to neet -- I'll |eave the word basic
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in-- quality requirenents. And then you go to option one. The
Secretary should take into account the varying capabilities.
think that varying capabilities concept is very inportant to
have. And then if this results in a differential |evel of
quality requirenments, Medicare should reward -- to use 3enn's
phrase -- plans and providers who -- we have to work on the
syntax here because we don't want to reward people for additional
costs. W want to reward people for quality efforts that may

| ead --

MR. HACKBARTH: Ral ph, along those lines, if we're trying to
make this distinction between basic quality assurance and quality
i nprovenent what we nmay want to do is nake that explicit in the
second sentence, which would be the carryover from option one.

So we should say the Secretary should take into account varying
capabi lities when devel opi ng and appl yi ng i nprovenent standards
t hat go above these basic m ni mumrequirenents.

So we're naking this contrast between sentence one and two.

DR ROSS: Can | offer a caution here. Let's not try to
cramit all into the recommendation. | think it's inplied there
that quality assurance for all, quality inprovenent where we can,
taking into account varying capabilities, rewardi ng those who
i ncur additional costs, neeting those [inaudible] additional
st eps.

M5. BURKE: | have a concern about reference to basically
financing additional costs because we will create a new i ndustry
in finding additional costs. So | think the issue is not
additional costs. The issue is rewarding effort. So |I'd strike
addi tional cost.

DR. REISCHAUER This is ny attenpt to probably pack too
much into one reconmendation. All plans and providers should be
required to neet basic quality assurance standards -- and then
maybe or naybe not we could say -- that should be periodically
strengt hened, reflecting the various capabilities of different
organi zati ons. Medicare should reward plans and provi ders whose
efforts to inprove quality lead to significantly higher -- |
don't want to say quality again. That's another aspect but we
haven't tal ked about that at all. And we're using the word
reward, so we aren't tal king about cash necessarily.

M5. NEWPORT: We have a Rosenbl att proposal over here.

M5. ROSENBLATT: It's very simlar to option tws. Just adds
a couple of words. All plans and providers should be required to
meet basic quality requirenments which take into account the
capabilities of providers and plans. Medicare should reward
pl ans and provi ders whose quality inprovenent efforts exceed
requi renments.

DR REI SCHAUER. What that says, Alice, whose efforts exceed
gqual ity inprovenent requirenents or standards, or whatever you
said. That's if you do nore than is in the | aw now you shoul d be
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rewarded. | think the question was, in sonme sense, what's in the
law now. |It's reasonable to ask, the differential.

DR. RONE: She has that in the first sentence. Read it
again, Alice.

M5. ROSENBLATT: Al plans and providers should be required
to meet basic quality requirenments which take into account the
capabilities of providers and plans. Medicare should reward
pl ans and providers --

DR REI SCHAUER. What you just said then would be the
qual ity assurance could be different. That's Jack's --

DR. NELSON: What we're saying is that Medi care+Choice has a
hi gher level of quality assurance currently under |aw than can be
applied to traditional Medicare because they don't have the
capacity to know what percentage of patients are having flu
injections and so forth. The HED S requirenents are different.

So the taking into account the capabilities of providers and
pl ans has to be applied to the basic quality requirenments, just
as Alice recomrends it.

Then there's the second. Because Congress originally asked
us shoul d the requirenents that Medicare+Choi ce struggles under
be also applied to traditional Medicare. And we say yes, if they
have the capability. So that's where that qualifier has to be.

DR RElI SCHAUER: Which we've said in the text.

DR. NELSON: But they nmay achieve it. So then the second
sentence identifies the inportance of continuing to try and
i nprove that capability.

DR. STOAERS: Alan, I'd like to take it a step further.

still think that if we just took the first sentence out of option
two, like Ralph is tal king about, the first sentence out of
option one. That way we are still saying that regardl ess of the

type of plan, the Medicare beneficiary is going to be assured a
basic | evel of care, regardl ess of what kind of plan they're in.
And that we should take into account -- and | like it because it
has quality inprovenent in it.

And then go back to the [ ast sentence of option nunber two,
reward plans and providers for efforts that exceed the m ni mum
requi renents.

So | think that way we still have a basic quality assurance
for the entire program W recognize different inprovenent
standard ability, quality inprovenent capabilities, and there's a
reward to doing that. So | think that would cover everything
that we're tal king about and still hold a high standard for the
program

DR. NEWHOUSE: | have two problens, the first of which Bob
Rei schauer did get around, which is the first sentence of one
tal ks about quality inprovenment standards. |'mnot sure there
are quality inprovenent standards. There's various Kkinds of
quality inprovenent efforts that go on. There's kind of m nimal
qual ity assurance standards, in ny view, at |east as | understand



38

t his.

The second is |I'mnervous about -- although I was the guy
that introduced rewarding, | think, yesterday or the notion that
it was an incentive rather than a requirenent. |'mvery

concerned about rewardi ng just anything that happens to appear
out there without having a clue about what it's buying us. Qur
| anguage seens to allow for that.

That is to say, it seenms to just reward anything that
sonebody | abels as a quality inprovenent effort.

DR. RONE: So you want sonething |ike, advances in the
quality of care --

DR. NEWHOUSE: That can be denonstrated to achi eve an
i mportant or worthwhile advance in the quality of care.

DR ROWE: You want outcone, not process.

DR. NEWHOUSE: Well, if process -- if we know process |inks
to outcone fromother data, 1'd be wlling to buy process. 1've
just got to knowthat it's worth the noney |I' m spending to do
this.

M5. BURKE: | just said to Ralph, this is just like sitting
in a Ways and Means Finance Commttee conference, just as
circuitous. Brings back a |ot of bad nenories.

DR. ROSS: Let ne offer one nore unpal atable alternative.

G ven the circuitous discussion, which | don't see getting to
cl osure here, that we bring this back to you in Decenber. W
have a statutory deadline that is prior to that, but | think we
shoul d be nore concerned about getting to the right
recommendation than in neeting a particular deadline. There's
not a policy action imredi ately pending on receipt of this
report.

MR. HACKBARTH: | think it's alittle difficult, or it's a
little difficult for me to follow the varying rewites of this
| think we would benefit fromhaving staff try to clean it up and
conme back with a specific proposal

It mght be worthwhile, though, Murray to try to do at | east
part of it on e-mail before the neeting, so that we don't have to
sort of pick it up cold again at the next neeting. | would like
to come back and be ready within five mnutes to vote as the
first two. Does that make sense to peopl e?

DR RONE: denn, let ne nmake a suggestion. | believe we
are prisoner of our own process here, to sone degree. W are
trying to get several specific and different ideas and principles
into a kind of two sentence recormmendati on. W nmay get there
better if our colleagues are given sone flexibility to wite
sonmething which is a little nore detailed and says with respect
to the issue of quality in Medicare, the Conmi ssion identifies
the follow ng principles or sonething.

There are four or five ideas that are not that nmuch in
conflict that we just can't quite seemto get into this format
that we're using. So we mght try a little bit different format.
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MR. HACKBARTH. | think it's worthwhile struggling with this
one to try to find a consensus. | certainly wouldn't want to
convey the nmessage that | amuninterested in quality or | don't
t hi nk that Medicare should be a leader in quality. So |I'mreally
reticent to vote no. | take seriously what Sheila and others
have sai d about backing off fromcurrent |aw.

So | think it's worth the struggle to see if we can cone up
with sonet hing that everybody can agree to.

Pl ease, when you get the e-mail, if you will respond to
that, probably the quicker we can do this while it's fresh in
people's mnds the better.

MR. MIULLER: 1'd like to nmake one brief coment on the
rewardi ng or conpensating. | don't think it should be reduced
just to a kind of financial conpensation issue. | think part of

t he di scussion we had yesterday, at |east Joe and | were pushing,
was we want sonething that's nore conparable with what cane with
the cardiac data in New York state which encouraged inprovenent
of quality versus the kind of nortality data which caused
everybody to say you don't know how to do risk adjustment and so
forth.

So part of this is you want to have quality inprovenent
processes, we want to be innovative of that and encourage people
to inprove the quality of care, as opposed to being penalized for
doing so. So it's not just a cause issue. It's also people
bei ng scared of getting into these processes because they think
the wong nessage is being put forth.

That was really, | think, part of the sense that | hope
doesn't get lost as you rewite this.

DR. WAKEFI ELD: | appreciate how difficult this must be,
that this an end. | wasn't part of yesterday's discussion so
maybe I'mcomng fresh to it and |I'm happy to have another three
hours of discussion about this topic. | won't encourage that
except to say that this cones down to ne in sort of a persona
way. And why | think it is inportant to do just what you're
suggesting, Genn, and try and get this as close to right as we
t hi nk we can.

Using my owmn little 82-year-old nother, who's in fee-for-
service, as an exanple of a Medicare beneficiary, we think about
cost of quality inprovenent. | also think about the fact that
she's had three different procedures in the last three years that
our Medicare program has paid for. One, carpal tunnel surgery,
first done on the wong hand. Secondly, steroid injection,
different provider, different hospital --

DR. ROAE: North Dakota?

DR. WAKEFI ELD: | wouldn't say where, except |I'Il say this
much -- no, not North Dakot a.

[ Laught er. ]

DR. WAKEFI ELD: And the second procedure, a steroid
i njection under fluoro in an outpatient department, wong hip.
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There's a ot that we've got to -- and Medicare paid tw ce for
two different procedures.

So true enough, we may not be able to quantify right now
what it is a Q brings to us, but | can sure quantify what
happens when we don't have systens of care in place. And I'll be
very strong to say |I'mnot tal king about poor providers. |'m
tal ki ng about systens of care that could have been in place and
preventing both of those things from happening.

Soit's areally inportant struggle. She's just an n of
one, but | wouldn't wish it on anybody else. So I'mglad we're
going to conme back to this one nore tine.

MR. HACKBARTH. That's a good concl udi ng note.

DR RONE: denn, I'd like to cooment on this. Let nme just
pass this around, if | mght.

MR. HACKBARTH. Sheila is raising an inportant point. W
did have other recommendations in this particular report. M
recol l ection was that there was not nuch controversy about them
W probably ought to handle themall as a package when we vote,
and not do it separately.

M5. M LGATE: There's sone |ink between how we do one and
the back of it, so that's probably good.

MR. HACKBARTH: Ckay, Jack, do you want to describe the
pi ece that you passed out?

DR. ROAE: | nentioned yesterday that there hadn't been nuch
in the way of activity fromthe plan sponsors with respect to
requiring quality or paying for quality. This article by MI
Freudenhei m appeared in today's New York Tinmes describing a
consortium of sponsors in Florida, Lockheed-Martin, Walt D sney
Worl d and Universal Studios, who are going to reward doctors and
hospital s presumably based on their conpliance with AHRQ
standards for treating certain diseases.

This is very encouragi ng. These are obviously self-funded
plans that are doing this. And it notes sonething else that is
bei ng done in New York with Enpire Blue Cross and a nunber of
| ar ge sponsors.

Alice nentioned sonething about Well point recently had a | ot
o press. And there have been other -- US Healthcare years ago
actually started doing this in Philadel phia. So there are a
nunber of different initiatives but this is encouraging that it's
happeni ng now and maybe there will be nore like this.

Having said that there wasn't much of this, | wanted to
bring this to people's attention. Thank you.

MR. HACKBARTH. Thanks, Jack. Thank you, Mary and Karen.



